PREFACE
The potential for the reuse of existing buildings has attracted national attention in (1) rehabilitate the structure; or (2) The life-cycle cost model calculates the sum of the following items: (1) rehabilitation costs (or demolition and construction costs); (2) minus the present value of annual depreciation or amortization write-offs: (3) plus the present value of the capital gains taxes and recapture taxes due when the property is sold; and (4) minus the present value of the proceeds from the sale.
These calculations are made for rehabilitation and for redevelopment both before and after the TRA. For the case of rehabilitation after the TRA, separate calculations are made for each of three alternative provisions of the TRA: (1) accelerated depreciation for substantial rehabilitation; (2) rapid amortization with full recapture; and (3) rapid amortization with partial recapture. Sensitivity analysis is conducted with respect to several key parameters: (1) the holding period; (2) the discount rate; and (3) demolition costs.
The results indicate that the TRA has significantly affected the economic trade-off between rehabilitation and redevelopment for historic properties. Before the TRA, rehabilitation used to be between 4 percent and 9 percent more costly than redevelopment, whereas after the TRA, the rapid amortization provision causes rehabilitation to be between 13 
ORGANIZATION
In the next section, the four provisions of the TRA relevant to historic preservation are described: (1) accelerated depreciation for a substantially rehabilitated historic building; (2) rapid 5-year amortization^of rehabilitation expenses; (3) denial of demolition costs as current expenses; and (4) denial of accelerated depreciation for new buildings constructed on the site of a demolished historic structure.
In Section 3, the framework for the analysis is established by defining the six alternative situations that are to be compared: (1) Redevelopment before the TRA; (2) Redevelopment after the TRA; (3) Rehabilitation before the TRA; (4) The increase in the cost of redevelopment jumps to 9.7 percent for the 5-year holding period, if demolition represents 10 percent of total project expenditures.
These cost increases are due to two factors: (1) the required switch from 1 50 percent declining balance to straight-line depreciation; and (2) the disallowance of demolition costs as a current expense with the requirement that they be added to the cost of the land.
The accelerated depreciation provision for substantially rehabilitated structures has the effect of reducing the after-tax life-cycle cost of rehabilitation by about 1 percent for short holding periods and by over 2 percent for longer holding periods (i.e., 20 years or more). Here again, it should be remembered that these calculations for the accelerated depreciation provision represent a minimum effect in terms of cost reduction because of the aforementioned assumption that the cost basis of the existing building is zero.
The rapid amortization provision has the effect of reducing the cost of rehabilitation by 13 This Tudor style mansion in Minneapolis was recently converted into headquarters for an advertising agency. Significant interior features and spaces were retained in the reuse plan. 12 5.
CONCLUSIONS AND SUGGESTIONS FOR FURTHER RESEARCH
The tax implications of each of the four relevant provisions of the TRA have been described: (1) accelerated depreciation of substantially rehabilitated historic buildings; (2) The analysis of these alternative situations leads to the conclusion that even with the existing rapid amortization provision that requires full recapture of Note that no demolition is involved in Situations C through F. 
